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IN THE MATTER OF PROPOSED REPEAL OF: No. EIB 16-0 £9%
20.2.37 NMAC — Petroleum Processing Facilities

NEW MEXICO ENVIRONMENT DEPARTMENT’S
NOTICE OF INTENT TO PRESENT TECHNICAL TESTIMONY

Pursuant to 20.1.1.302.A NMAC, the New Mexico Environment Department (“NMED”
or “Department”) hereby submits its Notice of Intent to present technical testimony in this
proceeding.

1. The person for whom the witnesses will testify.

The New Mexico Environment Department, Environmental Protection Division, Air
Quality Bureau.

2. The name and qualifications of each technical witness.

Mark Jones. Mr. Jones is an Environmental Analyst in the Control Strategies Section of
the New Mexico Environment Department Air Quality Bureau. He has worked in the Air Quality
Bureau since January, 2006, in the Farmington, New Mexico Field Office. Mr. Jones helps to
coordinate projects in the Four Corners area including the Four Comers Air Quality Group. He
has developed technical knowledge and experience in emissions and emission control technology
in the oil and gas industry from working in the San Juan Basin. He has also evaluated and
conducted outreach on emerging federal oil and gas regulations. Mr. Jones holds a B.S. degree in
Environmental Engineering from the University of California, Riverside. His resume is attached
as NMED Exhibit 1.

Rita Bates. Rita Bates is the Chief of the Planning Section of the Air Quality Bureau. She

has 25 years of experience in the environmental field, including 17 years with the Department. In
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addition to her work for the Air Quality Bureau, Ms. Bates has worked in industry as an
environmental coordinator and in environmental consulting as a project manager. Ms. Bates
holds a B.S. degree in Biology from Humboldt State University. Her resume is attached as

NMED Exhibit 2.

3. A Copy of the Direct Testimony of Each Witness in Narrative Form

A copy of the written direct testimony of Mr. Jones is attached as NMED Exhibit 3. Mr.
Jones will present testimony regarding the proposed repeal of 20.2.37 NMAC, Petroleum
Processing Facilities. The Department does not intend to present direct testimony from Ms.
Bates, but may present her as a rebuttal witness, and will make her available to assist in
answering questions that may go beyond the expertise of Mr. Jones.

4, Text of Recommended Modifications to the Proposed Regulatory Change

The Department recommends that the Board adopt the proposed amendments to 20.2.37
NMAC as shown in the Petition For Regulatory Change, filed February 15, 2016, and as
attached (without further revision) as NMED Exhibit 4.

5. List and Description of Exhibits

The Department submits the following exhibits:

Exhibit Number Title of Exhibit

NMED 1 Resume of Mark Jones

NMED 2 Resume of Rita Bates

NMED 3 Written testimony of Mark Jones

NMED 4 Petition For Regulatory Change, No. EIB 16-02 (R), including
Proposed Amendments to 20.2.36 NMAC, Petroleum Processing
Facilities

NMED 5 Comparison table of 20.2.37 NMAC with Federal Rules

NMED 6 Stakeholder letters and public comments received
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NMED 7a
NMED 7b
NMED 7c
NMED 7d

NMED 8

NMED 9

Hearing Notice EIB 16-02 (R)

Affidavit of Publication (New Mexico Register)
Affidavit of Publication (Albuquerque Journal, English)
Affidavit of Publication (Albuquerque Journal, Spanish)

Notice of Compliance with Small Business Regulatory Relief Act,
filed April 12,2016

Proposed Order and Statement of Reasons

7. Reservation of Rights

This Notice of Intent to present technical testimony is based on the Department’s Petition.

The Department reserves the right to call any person to testify and to present any exhibit in

response to another Notice of Intent or public comment filed in this matter or to any testimony or

exhibit offered at the public hearing. The Department also reserves the right to call any person as

a rebuttal witness and to present any exhibit in support thereof.
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Respectfully submitted,

NEW MEXICO ENVIRONMENT DEPARTMENT
OFFICE OF GENERAL COUNSEL

A

John Verheul ¢ N
Assistant General Counsel

New Mexico Environment Department
121 Tijeras Avenue NE, Suite 1000
Albuquerque, New Mexico 87102
John.Verheul@state.nm.us

Telephone 505-383-2063

Facsimile 505-383-2064




CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Notice of Intent to Present Technical
Testimony was served on the following parties on this the 2| day of July, 2016 via the stated
delivery methods below:

Hand delivery:

Ms. Pam Castafieda, Administrator
Environmental Improvement Board
Room S-2102, Runnels Building
1190 St. Francis Dr.

Santa Fe, New Mexico 87505

Email:

Jennie Lusk

Assistant Attorney General

Office of the New Mexico Attorney General
P.O. Drawer 1508

Santa Fe, New Mexico 87504
jlusk@nmag.gov

Counsel for Environmental Improvement Board

) A

John Verheul
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MARK C. JONES

Education:
Environmental Engineering, B.S., minor in Chinese Languages, University of California-
Riverside, 2000 - GPA 3.02

Renewable Energy - Photovoltaic System Design and Installation, AAS, San Juan College,
2010 - GPA 3.92 ' '

Work History:

Environmental Scientist & Specialist January 2006-Present
Planning and Policy Section — Control Strategies Farmington, New Mexico
New Mexico Environment Department (NMED)

Tasks: Led Four Corners Air Quality Initiatives
* Addressed federal ozone standards and Coordinated Four Corners Air Quality Group
o Worked with stakeholders to develop options and control strategies
o Led multi-agency Policy Oversight Group
o Reviewed ozone monitoring data for compliance with the national standards
* Evaluation of NM rules Part 36 and Part 37 on refineries and gas plants
* Prepared and presented analysis, testimony and comments for Environmental Impact
Statements & PSD Permit applications
e Participated in NM Clean Power Plan team towards the development of an initial state
plan
* Cross-trained and assisted with Compliance/Enforcement on inspections in Northwest
NM compressor stations and power plants

Research Engincer January 2001-January 2002
Energy Resource Institute Riverside, California
* Served as project coordinator for Ford diesohol/gasohol vehicle demonstration program
in Thailand
¢ Conducted an energy, economic, and environmental life cycle analysis of Ethanol fuel in
Thailand
* Represented Ford at 1999 Ethanol Bio-Fuels Conference and 2001 Clean Air World Bank
Conference

Technical Publications:

1. A Systems Evaluation on the Effectiveness of a Catalyst Retrofit Program in China. Jones,
M.; Wilson, R.; Norbeck, J. M.; Han, W.; Hurley, R ; Schuetzle, D.; Environmental Science
& Technology (2001)

2. Reduction of Vehicular Emissions with Catalyst Retrofit, Other Documents and
Presentations. Wilson, R.; Durbin, T.; Jones, M.; Schuetzle, D.; Norbeck, J.M.; 10th CRC
On-Road Vehicle Emissions Workshop, San Diego, CA, March, 2000.

3. Development of a Low-Emission, Dedicated Ethanol-Fuel Vehicle With Cold-Start
Distillation System
Jones, M.; Jehlik, F., Shepard, P.; Society of Automotive Engineering (1999)
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RITA BATES

EDUCATION

HUAMBOLDT STATE UNIVERSITY, ARCATA, CALIFORNIA
B.S., Biolagy, 1990. Minor in Botany, ensphasis in Ecology.

EXPERIENCE

STATE OF NEW MEXNICO, ENVIRONMENT DEPARTMENT
AR QUALITY BUREAU, PLANNING & POLICY SECTION

Section Chief, March 2003 — present

Program Manager (Natural Sciences Manager-2), March 2000 — March 2005
Environmental Specialist, Decersber 1998 — March 2000

Environmental Scientist, Angust 1998 — December 1998

The Planning & Policy section of the Air Quality Bureau is responsible for the control
strategy, dispersion modeling, emission inventory and small business assistance progtams in
the Air Quality Bureau. The control strategy section of the Air Quality Bureau is responsible
for preparing state implementation plans, policies, and regulations for air quality. The
modeling section ensures that all air dispersion modeling analyses submitted to our agency
are accurate and complete. The Small Business Assistance Program assists small businesses
in meeting air quality regulatory requirements.

EMPIRE GrOUP, LLC
Empire, Nevada

Environmental Coordinator, June 1996 — July 1998

Empire Group, LLC is the parent company for several eatities which own and operate a
geothermal power plant, an onion and garlic dehydration plant, several ranches, and a gatlic
seed operation. In my position as environmental coordinator, I was responsible for
permitting at all facilities.

JBR ENVIRONMENTAL CONSULTANTS, INC.
Reno, Nevada

Environnental Analyst IV, Reno Office Coordinator/ Manager, July 1994 — July 1996
Environmental Analyst 11, July 1993 — July 1994
Environmental Analyst I, June 1990 — July 1993

As the manager of the Reno office, I supervised seven technical staff and one administrative

employee. During my employment with JBR, I worked on and managed numerous NEPA,
environmental permitting and baseline projects.
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STATE OF NEW MEXICO
BEFORE THE ENVIRONMENTAL IMPROVEMENT BOARD

IN THE MATTER OF PROPOSED REPEAL OF:
20.2.37 NMAC — Petroleum Processing Facilities EIB 16-02 (R)

WRITTEN TESTIMONY OF MARK JONES
Witness Qualifications:

Mark Jones is an Environmental Analyst in the Control Strategies Section of the New Mexico
Environment Department (“NMED” or “Department”) Air Quality Bureau. He has worked in the
Air Quality Bureau since January, 2006 in the Farmington, New Mexico Field Office. Mr. Jones
helps to coordinate projects in the Four Corners area including the Four Comers Air Quality
Group. He has developed technical knowledge and experience in emissions and emission control
technology in the oil and gas industry from working in the San Juan Basin. He has also evaluated
and conducted outreach on emerging federal oil and gas regulations. Mr. Jones holds a B.S.
degree in Environmental Engineering from the University of California, Riverside. His resume is
attached as NMED Exhibit 1.

I. INTRODUCTION

NMED Exhibit 4 reflects the Department’s proposed repeal in current New Mexico
Administrative Code (“NMAC?”) format, with deleted material designated in strikethrough
format. In this testimony, 20.2.37 NMAC will be referred to as “Part 37.”

The Department is proposing repeal of Part 37 to remove certain emissions limits and operating
requirements for petroleum refineries and natural gas processing facilities. Repeal of Part 37
would benefit the state by removing outdated, mostly redundant requirements since federal
regulations are in place for the majority of requirements. The requirements not covered by
corresponding federal rules are not expected to be significant. A repeal of Part 37 is not expected
to relax emissions controls or negatively affect air quality.

The Improving Environmental Permitting Report (NMED, 11/14/12) recommended the repeal of
this rule, stating it is outdated. This initiated an analysis of the rule beginning in 2013. A
thorough analysis and stakeholder process were conducted which reinforced this
recommendation.

II. REGULATORY BACKGROUND
A. New Mexico’s Petroleum Processing Facilities Rule

Part 37 was first adopted on July 15, 1974 (effective August 14, 1974) as the following Air
Quality Control Regulations (AQCR):

JONES TESTIMONY - PAGE 1
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AQCR 623 — Petroleumn Processing Facilities — Mercaptan,;

AQCR 624 — Petroleum Processing Facilities - Carbon Monoxide;

AQCR 625 — Petroleum Processing Facilities - Particulate Matter:

AQCR 626 — Petroleum Processing Facilities — Ammonia;

AQCR 627 — Petroleum Processing Facilities - Sulfur Recovery Plant - Hydrogen Sulfide;
AQCR 628 — Petroleum Processing Facilities - Sulfur Recovery Plant - Hydrogen Sulfide

Alarm System;

AQCR 629 — Petroleum Processing Facilities - Hydrocarbon Separation Facility;

AQCR 630 — Petroleum Processing Facilities - Storage - Handling - Pumping - Blowdown
System.

The AQCR:s set established emissions limits and other operating requirements for existing
(constructed prior to July 1, 1974) and new petroleum refineries and natural gas processing
facilities. Part 37 regulates the following pollutants and processes: mercaptan and hydrogen
sulfide (H2S); volatile organic compounds (VOC); carbon monoxide (CO); particulate matter
(PM); ammonia; hydrocarbon separation facilities; and other petroleum processing operations
(storage, handling, pumping, and blowdown systems). The regulation is not part of the federal
Clean Air Act State Implementation Plan (“SIP”) and, therefore, is not federally enforceable by
the U.S. Environmental Protection Agency (“EPA”). It was amended on May 5, 1981, to reduce
the stringency of the Fluid Catalytic Cracking Unit (FCCU) particulate matter standard to match
the federal FCCU requirement in 40 CFR Part 60 Subpart J — Standards of Performance for
Petroleum Refineries. It was reformatted as 20 NMAC 2.37 in 1995 without substantive changes,
and renumbered as 20.2.37 NMAC in 2002 in accordance with State Record Center regulations.

Part 37 applies to refineries and natural gas plants. New Mexico has 22 natural gas processing
plants and three refineries.

B. Comparison of Part 37 to Federal Rules

NMED Exhibit 5 is a comparison table of Part 37 with federal regulations. Part 37 overlaps with
several federal regulations and most of the requirements in Part 37 are covered by corresponding
federal requirements that are at least as stringent; however, there are four sections of the rule that
pertain to H>S and mercaptan, VOC, PM and ammonia emissions that are discussed in this
analysis that do not have equivalent federal requirements. The Department’s analysis of potential
effects of repealing these requirements in these areas is provided herein.

C. Mercaptan and Hydrogen Sulfide

20.2.37.200 NMAC — Mercaptan and Hydrogen Sulfide (Section 200) limits mercaptan
emissions to not more than one-quarter ('4) lb./hr. or combustion of the mercaptan-containing
gas stream from petroleum processing facilities, and no more than 10 parts per million (ppm)
H:S in the effluent gas stream or oxidation of the gas stream to convert the H,S to sulfur dioxide.
In addition, 40 CFR Part 63 Subpart CC - National Emission Standards for Hazardous Air
Pollutants from Petroleum Refineries requires continuous operation of flares which should
oxidize most (93% to 98%) mercaptan and H,S emissions equivalent to the control level in
Section 200. This makes the Section 200 requirement redundant for Claus-type sulfur recovery

JONES TESTIMONY - PAGE 2
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systems. The Holly Corporation’s Gallup refinery uses a different sulfur recovery system, a sour
water to ammonium thiosulfate solution (SWAATS) recovery process that is exempt from 40
CFR Part 63. The SWAATS has the potential to vent residual H>S emissions to the atmosphere
from a still vent located downstream of a wet scrubber. The Gallup refinery submits HaS
quarterly reports based on Draeger tube measurements to show that they comply with the 10 ppm
limit in 20.2.37.200.B(1) NMAC. Quarterly reports for 2013 - 2015 show that no H,S was
vented during the majority of the quarterly tests and no levels were above the Part 37 limit. If

-any HaS emissions are vented, they are expected to be very minimal and well below Section 200

limits. The wet scrubber is integral to the operation of the SWAATS unit and is required for the
chemical conversion process, so it is not expected that there would be any relaxation of sulfur
recovery or increased emissions with the repeal of Part 37.

D. Particulate Matter

20.2.37.202 NMAC - Particulate Matter (Section 202) restricts particulate matter emissions to
the atmosphere in excess of 0.05 grains per dry standard cubic foot of exit gas exclusive of
emissions from catalyst cracking recirculation and regeneration units and tube carbon removal.
The requirements in 20.2.61.109 NMAC Smoke and Visible Emissions: Stationary Combustion
Equipment limit opacity emissions to 20 percent in combustion equipment. 20.2.61.109 NMAC
is considered at least as stringent as the requirement in Section 202.

E. Ammonia

20.2.37.203 NMAC — Ammonia (Section 203) restricts ammonia emissions to no more than 25
ppm by volume in the gas streams. Facilities employ a flare to control pollutant emissions in
effluent gasses. However, at the Gallup refinery, the SWAATS process controls potential
emissions using a wet scrubber. The scrubber has the potential to vent residual ammonia to the
atmosphere. The Gallup refinery completes quarterly reports on ammonia emissions in
accordance with the facility’s permit conditions. The ammonia emissions reported in the 2013-
2015 quarterly reports averaged 1 ppm. The highest reported quarterly level was 4 ppm and the
lowest was 0 ppm. The limit in Section 203 is no more than 25 ppm. The actual amount of
ammonia emitted from the Gallup refinery SWAATS is not be expected to change with the
repeal of Part 37. In addition, ammonia is classified as a toxic air pollutant in New Mexico. If the
ammonia emission rate from a facility exceeds the threshold in 20.2.72.502 NMAC - Toxic Air
Pollutants and Emissions, the minor source construction permit rule requires that an applicant
conduct air quality modeling, and depending on the results, a health assessment of the human
health effects for the projected exposures from the facility may also be required.

F. Petroleum Processing Facilities - Storage - Handling - Pumping - Blowdown
Systems

20.2.37.205 NMAC - Facilities — Storage — Handling — Pumping — Blowdown Systems (Section
205) sets control requirements to reduce VOCs and hazardous air pollutants (HAP) from a
variety of storage devices as well as loading facilities, pumps and compressors, and blowdown
systems. Federal regulations are more stringent and require flaring of emissions from most of
these operations. 40 CFR Part 63 Subpart CC regulates VOC and HAP emissions from tanks
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with a storage capacity equal to or greater than 46,758 gallons and contents with a true vapor
pressure (TVP} greater than 1.5. Section 205 includes a control requirement not present in
federal regulations for tanks with organic compounds, including VOC, with storage capacity >
65,000 gallons and a TVP <1.5. These tanks are required to have conservation vents or other
devices at least as efficient to minimize vapor or gas loss to the atmosphere per Paragraph
205.B.(4). Organic liquids with a TVP <1.5 have minimal evaporative emissions. Moreover,
most tanks in New Mexico have controls as stringent as or more stringent than conservation
vents. Conservation vents are also in place to save product and minimize loss of product so there
is an incentive to use them. It is not expected that petroleum storage tanks would have any less
effective control than conservation vents and these tanks with TVP < 1.5 should not have
significant VOC emissions.

III. PROPOSED REPEAL OF PART 37

Part 37 was adopted in 1974 at a time when Continuous Emissions Monitoring Systems
(“CEMS”) were not widely in use. CEMS provide real-time pollutant-specific emissions data
that are used to determine compliance with emissions limits. In addition, the Department has not
amended the rule over time to include appropriate monitoring and reporting requirements, which
has resulted in enforceability issues. For those federal requirements that are at least as (or more)
stringent than Part 37, the federal regulations require more robust monitoring and recordkeeping
requirements than Part 37 and thus are more effectively enforceable. As previously stated, the
rule is not part of the State Implementation Plan under the federal Clean Air Act, and therefore is
not federally enforceable by the EPA.

Repeal of Part 37 would benefit the state by removing outdated, mostly redundant requirements
since federal regulations are in place for the majority of requirements. The requirements not
covered by corresponding federal rules are not expected to be significant. A repeal of Part 37 is
not expected to relax emissions controls or negatively affect air quality.

In accordance with NMSA 1978, Section 74-2-5.E, the proposed repeal will result in no
increases of emissions of air pollutants which would interfere with health, welfare, visibility or
property; no increase in regulatory burden on facilities or harm to the public interest; and no
increase in economic hardship. This proposed repeal will have no effect on small businesses.

IV. OUTREACH

Initial outreach commenced on April 1, 2014, with a stakeholder letter to industry and
environmental groups announcing the evaluation of Part 37 and soliciting comments, A copy of
that letter and comments received are shown as NMED Exhibit 6.

Additional outreach was conducted for the proposed repeal of Part 37 in the form of public
notices (NMED Exhibits 7a-7d) and an open house. The public notice was published in the New
Mexico Register and in the Albuquerque Journal, in English and Spanish, on May 31, 2016. At
the request of a stakeholder, the Department held an open house on June 14, 2016, at the Roswell
public library. There was no one in attendance at the open house.
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The Department also complied with the Small Business Regulatory Relief Act (NMED Exhibit
8). This Act establishes a review process, not a standard or outcome. The Department must
consider the effect of the proposed rule repeal on small businesses; if the Department identifies
an adverse effect, it must consider the available methods to reduce the effect, but even if there
are no such methods, the Board may approve the proposed rule repeal to accomplish the
objectives of the applicable law. The Department does not foresee that the proposed repeal of
Part 37 will have an adverse impact on the citizens or businesses of New Mexico.

V. CONCLUSION

This concludes my testimony to the Board on our proposed repeal of Part 37. [ respectfully
request that the Board adopt this rule repeal at the conclusion of this hearing.
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STATE OF NEW MEXICO

BEFORE THE ENVIRONMENTAL IMPROVEMENT BOARD'>, ~ ** A
o 4,

I~
IN THE MATTER OF PROPOSED REPEAL OF: No. EIB 16-02 (R) “ o
20.2.37 NMAC - Petroleum Processing Facilities

PETITION FOR REGULATORY CHANGE

The Air Quality Bureau in the Environmental Protection Division of the New Mexico
Environment Department petitions the Environmental Improvement Board (“Board"), pursuant
to 20.1.1 NMAC - Rulemaking Pracedures, to repeal 20.2.37 NMAC - Petroleum Processing
Facilities. The Board is authorized to adopt these amendments by the Air Quality Control Act,
NMSA 1978, §§ 74-1-8 and 74-2-5. A statement of reasons for the regulatory change is attached,
which includes a copy of the currently effective 20.2.37 NMAC proposed for repeal, in strikeout
format.

The Air Quality Bureau requests that the Board schedule the hearing in this matter at its
regular meeting to be held on August 12, 2016. The Air Quality Bureau anticipates that the
hearing regarding the proposed amendments will take approximately one half hour.

Respectfully submitted,
NEW MEXICO ENVIRONMENT DEPARTMENT
OFFICE OF GENERAL COUNSEL

/s/ John Verheul

John Verheul

Assistant General Counsel

1190 S. St. Francis Drive, Suite N-4050
Santa Fe, New Mexico 87505
505.383.2063

john.verheul@state nm.us

NMED EXHIBIT 4



CERTIFICATE OF SERVICE

1 hereby certify that a copy of the foregoing Petition for Regulatory Change was served
on the following parties on this the 15th day of February, 2016, via the stated delivery methods
below:

Hand delivery:

Ms. Pam Castaneda, Administrator
Environmental Improvement Board
Room 8-2102, Runnels Building
1190 St, Francis Dr.

Santa Fe, New Mexico 87505

Email:

Joseph M. Dworak

Assistant Attorney General

Office of the New Mexico Atiorney General
P.O. Drawer 1508

Santa Fe, New Mexico 87504

Counsel for Environmental Improvement Board
Jjdworak@nmag.gov

/s/ John Verlieul

John Verheul



STATE OF NEW MEXICO
BEFORE THE ENVIRONMENTAL IMPROVEMENT BOARD

IN THE MATTER OF PROPOSED REPEAL OF: No. EIB 16-02 (R)
20.2.37 NMAC - Petroleum Processing Facilities :

STATEMENT OF REASONS

The New Mexico Environment Department (“Department”) proposes to repeal 20.2.37
NMAC, Petroleum Processing Facilities (*Part 37"). Part 37 specifies emissions limits and
other operating requirements for existing (constructed prior to July 1, 1974) and new
petroleum refineries and natural gas processing facilities.

Part 37 regulates a wide range of pollutant species and processes, including: mercaptan and
hydrogen sulfide (HaS); carbon monoxide (CO); particulate matter (PM); ammonia;
hydrocarbon separation facilities; and petroleum processing facilities (storage, handling,
pumping, and blowdown systems). Most of the requirements in Part 37 are covered by
corresponding state permit regulations under 20.2.72 NMAC or federal requirements that are
at least as stringent as Part 37; however, there are three sections/subsections of the rule that
pertain to H>S and mercaptan, volatile organic compounds (VOC), and ammonia emissions
that do not have duplicative federal standards. An evaluation was conducted for these
exceptions which showed that Part 37 could still be repealed without an adverse effect on air

quality.

Part 37 is outdated; it was adopted in 1974 at a time when Continuous Emissions
Monitoring Systems (CEMS) were not widely in use. This leads to enforceability issues
due to a lack of monitoring requirements. Also, the regulation is not part of the State
Implementation Plan (SIP) under the federal Clean Air Act, and therefore is not federally
enforceable by the EPA. In comparison, federal regulations require more robust
monitoring and recordkeeping, which provides for more effective enforcement of the emission
limits.

The Department believes repeal of Part 37 would benefit the state by removing outdated,
mostly redundant requirements since federal regulations are in place for the majority of
requirements. The requirements not covered by corresponding federal rules are in many cases
covered by ather requirements or are not significant. A repeal of Part 37 is not expected to
relax emissions controls or negatively affect air quality.

Below is the current effective rule that the Department proposes to repeal, with changes shown
in redline strikeout format.
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